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General Assembly File No. 579

February Session, 2016 Substitute Senate Bill No. 366

Senate, April 11, 2016

The Committee on Energy and Technology reported through
SEN. DOYLE of the 9th Dist., Chairperson of the Committee
on the part of the Senate, that the substitute bill ought to pass.

AN ACT CONCERNING ADMINISTRATION OF THE CONNECTICUT
GREEN BANK, THE PRIORITY OF THE BENEFIT ASSESSMENTS
LIEN UNDER THE GREEN BANK'S COMMERCIAL SUSTAINABLE
ENERGY PROGRAM AND THE GREEN BANK'S SOLAR HOME
RENEWABLE ENERGY CREDIT PROGRAM.

Be it enacted by the Senate and House of Representatives in General

Assembly convened:
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Section 1. Subsection (d) of section 16-245n of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(d) (1) (A) [There is established the Connecticut Green Bank, which
shall be within Connecticut Innovations, Incorporated, for
administrative purposes only.] The Connecticut Green Bank is hereby
established and created as a body politic and corporate, constituting a
public instrumentality and political subdivision of the state of
Connecticut established and created for the performance of an
essential public and governmental function. The Connecticut Green
Bank shall not be construed to be a department, institution or agency
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of the state.

(B) The Connecticut Green Bank shall (i) develop separate programs
to finance and otherwise support clean energy investment in
residential, municipal, small business and larger commercial projects
and such others as the Connecticut Green Bank may determine; (ii)
support financing or other expenditures that promote investment in
clean energy sources in accordance with a comprehensive plan
developed by it to foster the growth, development and
commercialization of clean energy sources and related enterprises; and
(iii) stimulate demand for clean energy and the deployment of clean
energy sources within the state that serve end-use customers in the
state.

(C) The Clean Energy Finance and Investment Authority shall
constitute a successor agency to Connecticut Innovations,
Incorporated, for the purposes of administering the Clean Energy
Fund in accordance with section 4-38d. The Connecticut Green Bank
shall constitute a successor agency to the Clean Energy Finance and
Investment Authority for purposes of administering the Clean Energy
Fund in accordance with section 4-38d. The Connecticut Green Bank
shall have all the privileges, immunities, tax exemptions and other
exemptions of Connecticut Innovations, Incorporated, with respect to
said fund. The Connecticut Green Bank shall be subject to suit and
liability solely from the assets, revenues and resources of said bank
and without recourse to the general funds, revenues, resources or
other assets of Connecticut Innovations, Incorporated. The Connecticut
Green Bank may provide financial assistance in the form of grants,
loans, loan guarantees or debt and equity investments, as approved in
accordance with written procedures adopted pursuant to section 1-121.
The Connecticut Green Bank may assume or take title to any real
property, convey or dispose of its assets and pledge its revenues to
secure any borrowing, convey or dispose of its assets and pledge its
revenues to secure any borrowing, for the purpose of developing,
acquiring, constructing, refinancing, rehabilitating or improving its

assets or supporting its programs, provided each such borrowing or
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mortgage, unless otherwise provided by the board or said bank, shall
be a special obligation of said bank, which obligation may be in the
form of bonds, bond anticipation notes or other obligations which
evidence an indebtedness to the extent permitted under this chapter to
fund, refinance and refund the same and provide for the rights of
holders thereof, and to secure the same by pledge of revenues, notes
and mortgages of others, and which shall be payable solely from the
assets, revenues and other resources of said bank and such bonds may
be secured by a special capital reserve fund contributed to by the state.
The Connecticut Green Bank shall have the purposes as provided by
resolution of said bank's board of directors, which purposes shall be
consistent with this section. No further action is required for the
establishment of the Connecticut Green Bank, except the adoption of a
resolution for said bank.

(D) In addition to, and not in limitation of, any other power of the

Connecticut Green Bank set forth in this section or any other provision

of the general statutes, said bank shall have and may exercise the

following powers in furtherance of or in carrying out its purposes:

(i) To have perpetual succession as a body corporate and to adopt

bylaws, policies and procedures for the regulation of its affairs and the

conduct of its business;

(i1) To make and enter into all contracts and agreements that are

necessary or incidental to the conduct of its business;

(iii) To invest in, acquire, lease, purchase, own, manage, hold, sell

and dispose of real or personal property or any interest therein;

(iv) To borrow money or guarantee a return to investors or lenders;

(v) To hold patents, copyrights, trademarks, marketing rights,

licenses or other rights in intellectual property;

(vi) To employ such assistants, agents and emplovees as may be

necessary or desirable, who shall be exempt from the classified service

and shall not be employees, as defined in subsection (b) of section 5-
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270; establish all necessary or appropriate personnel practices and

policies, including those relating to hiring, promotion, compensation

and retirement, and said bank shall not be an emplover, as defined in

subsection (a) of section 5-270; and engage consultants, attorneys,

financial advisers, appraisers and other professional advisers as may

be necessary or desirable;

(vii) To invest any funds not needed for immediate use or

disbursement pursuant to investment policies adopted by said bank's

board of directors;

(viii) To procure insurance against any loss or liability with respect

to its property or business of such types, in such amounts and from

such insurers as it deems desirable;

(ix) To enter into joint ventures and invest in, and participate with

any person, including, without limitation, government entities and

private corporations, in the formation, ownership, management and

operation of business entities, including stock and nonstock

corporations, limited liability companies and general or limited

partnerships, formed to advance the purposes of said bank, provided

members of the board of directors or officers or employees of said

bank may serve as directors, members or officers of any such business

entity, and such service shall be deemed to be in the discharge of the

duties or within the scope of the employment of any such director,

officer or emplovyee, as the case may be, so long as such director, officer

or employee does not receive any compensation or financial benefit as

a result of serving in such role;

(x) To enter into a memorandum of understanding or other

arrangements with Connecticut Innovations, Incorporated, with

respect to the provision or sharing of space, office systems or staff

administrative support, on such terms as may be agreed to between

said bank and Connecticut Innovations, Incorporated; and

(xi) To do all other acts and things necessary or convenient to carry

out the purposes of said bank.
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(E) (i) The Connecticut Green Bank may form one or more

subsidiaries to carry out the purposes of said bank, as described in

subparagraph (B) of subdivision (1) of this subsection, and may

transfer to anv such subsidiary any moneys and real or personal

property of any kind or nature. Any subsidiary may be organized as a

stock or nonstock corporation or a limited liability company. Each such

subsidiary shall have and may exercise such powers of said bank, as

set forth in the resolution of the board of directors of said bank

prescribing the purposes for which such subsidiary is formed, and

such other powers provided to it by law.

(ii) Each subsidiary of said bank shall be deemed a quasi-public

agency for purposes of chapter 12 and shall have all the privileges,

immunities, tax exemptions and other exemptions of said bank, except

that in no event shall any such subsidiary have the power to hire or

otherwise retain employees and the governing documents of anv such

subsidiary shall provide for the dissolution of such subsidiary upon

the completion of the purpose for which such subsidiary was formed.

Each such subsidiary may sue and shall be subject to suit, provided its

liability shall be limited solely to the assets, revenues and resources of

the subsidiary and without recourse to the general funds, revenues,

resources or any other assets of said bank. Each such subsidiary is

authorized to assume or take title to property subject to any existing

lien, encumbrance or mortgage and to mortgage, convey or dispose of

its assets and pledge its revenues to secure any borrowing, provided

each such borrowing or mortgage shall be a special obligation of the

subsidiary, which obligation may be in the form of bonds, bond

anticipation notes and other obligations, to fund and refund the same

and provide for the rights of the holders thereof, and to secure the

same by a pledge of revenues, notes and other assets and which shall

be pavable solely from the revenues, assets and other resources of the

subsidiary. The Connecticut Green Bank may assign to a subsidiary

any rights, moneys or other assets it has under any governmental

program. No subsidiary of said bank shall borrow without the

approval of the board of directors of said bank.
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(iii) Each such subsidiary shall act through its board of directors or

managing members, at least one-half of which shall be members of the

board of directors of said bank or their designees or officers or

emplovees of said bank.

(iv) The provisions of section 1-125 and this subsection shall apply

to anvy officer, director, designee or employee appointed as a member,

director or officer of any such subsidiary. Any such person so

appointed shall not be personally liable for the debts, obligations or

liabilities of any such subsidiary as provided in section 1-125. The

subsidiary shall, and said bank may, save harmless and indemnify

such officer, director, designee or emplovee as provided by section 1-
125.

(v) The Connecticut Green Bank, or such subsidiary, may take such

actions as are necessary to comply with the provisions of the Internal

Revenue Code of 1986, or any subsequent corresponding internal

revenue code of the United States, as amended from time to time, to

qualify and maintain any such subsidiary as a corporation exempt

from taxation under said code.

(vi) The Connecticut Green Bank may make loans to each such

subsidiary from its assets and the proceeds of its bonds, notes and

other obligations, provided the source and security for the repayment

of such loans is derived from the assets, revenues and resources of the

subsidiary.

(2) (A) The Connecticut Green Bank may seek to qualify as a
Community Development Financial Institution under Section 4702 of
the United States Code. If approved as a Community Development
Financial Institution, said bank would be treated as a qualified
community development entity for purposes of Section 45D and
Section 1400N(m) of the Internal Revenue Code.

(B) Before making any loan, loan guarantee, or such other form of
financing support or risk management for a clean energy project, the
Connecticut Green Bank shall develop standards to govern the
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administration of said bank through rules, policies and procedures that
specify borrower eligibility, terms and conditions of support, and other

relevant criteria, standards or procedures.

(C) Funding sources specifically authorized include, but are not
limited to:

(i) Funds repurposed from existing programs providing financing
support for clean energy projects, provided any transfer of funds from
such existing programs shall be subject to approval by the General
Assembly and shall be used for expenses of financing, grants and

loans;

(ii) Any federal funds that can be used for the purposes specified in

subsection (c) of this section;

(iii) Charitable gifts, grants, contributions as well as loans from
individuals, corporations, university endowments and philanthropic

foundations;

(iv) Earnings and interest derived from financing support activities

for clean energy projects backed by the Connecticut Green Bank;

(v) If and to the extent that the Connecticut Green Bank qualifies as
a Community Development Financial Institution under Section 4702 of
the United States Code, funding from the Community Development
Financial Institution Fund administered by the United States
Department of Treasury, as well as loans from and investments by
depository institutions seeking to comply with their obligations under

the United States Community Reinvestment Act of 1977; and

(vi) The Connecticut Green Bank may enter into contracts with
private sources to raise capital. The average rate of return on such debt
or equity shall be set by the board of directors of said bank.

(D) The Connecticut Green Bank may provide financing support
under this subsection if said bank determines that the amount to be
financed by said bank and other nonequity financing sources do not
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exceed eighty per cent of the cost to develop and deploy a clean energy
project or up to one hundred per cent of the cost of financing an energy

efficiency project.

(E) The Connecticut Green Bank may assess reasonable fees on its
financing activities to cover its reasonable costs and expenses, as

determined by the board.

(F) The Connecticut Green Bank shall make information regarding
the rates, terms and conditions for all of its financing support
transactions available to the public for inspection, including formal
annual reviews by both a private auditor conducted pursuant to
subdivision (2) of subsection (f) of this section and the Comptroller,
and providing details to the public on the Internet, provided public
disclosure shall be restricted for patentable ideas, trade secrets,
proprietary or confidential commercial or financial information,
disclosure of which may cause commercial harm to a
nongovernmental recipient of such financing support and for other
information exempt from public records disclosure pursuant to section
1-210.

(3) No director, officer, employee or agent of the Connecticut Green
Bank, while acting within the scope of his or her authority, shall be
subject to any personal liability resulting from exercising or carrying

out any of the Connecticut Green Bank's purposes or powers.

Sec. 2. Subsection (e) of section 16-245n of the general statutes is

repealed and the following is substituted in lieu thereof (Effective from
passage):

(e) (1) The powers of the Connecticut Green Bank shall be vested in
and exercised by a board of directors, which shall consist of eleven
voting and two nonvoting members each with knowledge and
expertise in matters related to the purpose and activities of said bank
appointed as follows: The Treasurer or the Treasurer's designee, the
Commissioner of Energy and Environmental Protection or the
commissioner's designee and the Commissioner of Economic and

sSB366 / File No. 579 8



237
238
239
240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257
258
259
260
261
262
263
264
265
266
267
268
269

270
271

sSB366 File No. 579

Community Development or the commissioner's designee, each
serving ex officio, one member who shall represent a residential or
low-income group appointed by the speaker of the House of
Representatives for a term of four years, one member who shall have
experience in investment fund management appointed by the minority
leader of the House of Representatives for a term of three years, one
member who shall represent an environmental organization appointed
by the president pro tempore of the Senate for a term of four years,
and one member who shall have experience in the finance or
deployment of renewable energy appointed by the minority leader of
the Senate for a term of four years. Thereafter, such members of the
General Assembly shall appoint members of the board to succeed such
appointees whose terms expire and each member so appointed shall
hold office for a period of four years from the first day of July in the
year of his or her appointment. The Governor shall appoint four
members to the board as follows: Two for two years who shall have
experience in the finance of renewable energy; one for four years who
shall be a representative of a labor organization; and one who shall
have experience in research and development or manufacturing of
clean energy. Thereafter, the Governor shall appoint members of the
board to succeed such appointees whose terms expire and each
member so appointed shall hold office for a period of four years from
the first day of July in the year of his or her appointment. The
president of the Connecticut Green Bank shall be elected by the
members of the board. The president of the Connecticut Green Bank
and a member of the board of Connecticut Innovations, Incorporated,
appointed by the chairperson of the corporation shall serve on the
board in an ex-officio, nonvoting capacity. The Governor shall appoint
the chairperson of the board. The board shall elect from its members a
vice chairperson and such other officers as it deems necessary and
shall adopt such bylaws and procedures it deems necessary to carry
out its functions. The board may establish committees and
subcommittees as necessary to conduct its business.

(2) The members of the board of directors of the Connecticut Green

Bank shall adopt written procedures, in accordance with the

sSB366 / File No. 579 9
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provisions of section 1-121, for: (A) Adopting an annual budget and

plan of operations, including a requirement of board approval before

the budget or plan may take effect; (B) hiring, dismissing, promoting

and compensating emplovees of said bank, including an affirmative

action policy and a requirement of board approval before a position

may be created or a vacancy filled; (C) acquiring real and personal

property and personal services, including a requirement of board

approval for any nonbudgeted expenditure in excess of five thousand

dollars; (D) contracting for financial, legal, bond underwriting and

other professional services, including a requirement that said bank

solicit proposals at least once every three vears for each such service

that it uses; (E) issuing and retiring bonds, bond anticipation notes and

other obligations of said bank; (F) awarding loans, grants and other

financial assistance, including eligibility criteria, the application

process and the role played by said bank's staff and board of directors;

and (G) the use of surplus funds to the extent authorized under this

section or other provisions of the general statutes.

(3) Notwithstanding the provisions of any other law to the contrary,

it shall not constitute a conflict of interest for a trustee, director,

partner or officer of any person, firm or corporation, or any individual

having a financial interest in a person, firm or corporation, to serve as a

member of the board of directors of the Connecticut Green Bank,

provided such trustee, director, partner, officer or individual shall

abstain from deliberation, action or vote by the Connecticut Green

Bank in specific respect to such person, firm or corporation.

Sec. 3. Subsection (h) of section 16-245n of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(h) The state of Connecticut does hereby pledge to and agree with

any person with whom the Connecticut Green Bank may enter into

contracts pursuant to the provisions of this section that the state will

not limit or alter the rights hereby vested in said bank until such

contracts and the obligations thereunder are fully met and performed

sSB366 / File No. 579 10
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on the part of said bank, provided nothing herein contained shall

preclude such limitation or alteration if adequate provision shall be

made by law for the protection of such persons entering into contracts
with said bank.

(i) The powers enumerated in this section shall be interpreted

broadly to effectuate the purposes established in this section and shall

not be construed as a limitation of powers.

(i) To the extent that the provisions of this section are inconsistent

with the provisions of anv general statute or special act or parts

thereof, the provisions of this section shall be deemed controlling.

[()] (k) (1) (A) Wherever the term "Clean Energy Finance and
Investment Authority" is used in the following general statutes, the
term "Connecticut Green Bank" shall be substituted in lieu thereof: 1-
79, 1-120, 1-124, 1-125, 7-233z, 16-244c, 16-245m, 16-245aa, 16-245bb, 16-
245ee, 16-245ff, as amended by this act, 16-245hh, 16-245kk, 16-245lI,
16-245mm, 16a-40d to 16a-40g, inclusive, as amended by this act, 16a-
401, 16a-40m, 22a-200c and 32-141.

(B) Wherever the term "authority" is used in the following general
statutes, the term "bank" shall be substituted in lieu thereof: 16-245aa,
16-245ff, as amended by this act, 16-245hh, 16-245kk, 16-2451], 16-
245mm and 16a-40e to 16a-40g, inclusive, as amended by this act.

(2) Wherever the term "Clean Energy Finance and Investment
Authority" is used in any public or special act of 2014, the term
"Connecticut Green Bank" shall be substituted in lieu thereof.

(3) The Legislative Commissioners' Office shall, in codifying the
provisions of this section, make such technical, grammatical and
punctuation changes as are necessary to carry out the purposes of this
section.

Sec. 4. Subsection (g) of section 16a-40g of the 2016 supplement to
the general statutes is repealed and the following is substituted in lieu
thereof (Effective from passage):

sSB366 / File No. 579 11
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(g) Benefit assessments levied pursuant to this section and the
interest, fees and any penalties thereon shall constitute a lien against
the qualifying commercial real property on which they are made until
they are paid. Such lien, or if the financing agreement provides that the
benefit assessments shall be paid in installments then each installment
payment, shall be collected in the same manner as the property taxes
of the participating municipality on real property, including, in the
event of default or delinquency, with respect to any penalties, fees and
remedies. Each such lien may be recorded and released in the manner
provided for property tax liens and [, subject to the consent of existing
mortgage holders,] shall take precedence over all other liens or
encumbrances except a lien for taxes of the municipality on real
property, which lien for taxes shall have priority over such benefit

assessment lien, and provided that the precedence of such benefit

assessment lien over any lien held by an existing mortgage holder shall

be subiject to the written consent of such existing mortgage holder. To

the extent benefit assessments are paid in installments and any such
installment is not paid when due, the benefit assessment lien may be
foreclosed to the extent of any unpaid installment payments and any
penalties, interest and fees related thereto. In the event such benefit
assessment lien is foreclosed, such benefit assessment lien shall survive
the judgment of foreclosure to the extent of any unpaid installment
payments of the benefit assessment secured by such benefit assessment

lien that were not the subject of such judgment.

Sec. 5. Subsections (a) to (d), inclusive, of section 16-245ff of the 2016
supplement to the general statutes are repealed and the following is

substituted in lieu thereof (Effective from passage):

(a) As used in this section and section 16-245gg, as amended by this

act:

(1) "Performance-based incentive" means an incentive paid out on a

per kilowatt-hour basis.

(2) "Expected performance-based buydown" means an incentive
paid out as a one-time upfront incentive based on expected system

sSB366 / File No. 579 12
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performance.

(3) "Qualifying residential solar photovoltaic system" means a solar
photovoltaic project that receives funding from the Connecticut Green
Bank, is certified by the authority as a Class I renewable energy source,
as defined in subsection (a) of section 16-1, emits no pollutants, [is less
than twenty kilowatts in size,] is located on the customer-side of the
revenue meter of one-to-four family homes and serves the distribution

system of an electric distribution company.

(4) "Solar home renewable energy credit" means a Class I renewable
energy credit created by the production of one megawatt hour of
electricity generated by one or more qualifying residential solar
photovoltaic systems with an approved incentive from the Connecticut

Green Bank on or after January 1, 2015.

(b) The Connecticut Green Bank, established pursuant to section 16-

245n, as amended by this act, shall structure and implement a

residential solar investment program established pursuant to this
section [, which] that shall support the deployment of not more than
three hundred megawatts of new residential solar photovoltaic
installations located in this state on or before (1) December 31, 2022, or
(2) the deployment of three hundred megawatts of residential solar
photovoltaic installation, in the aggregate, whichever occurs sooner,
provided the bank [does] shall not approve direct financial incentives
under this section for more than one hundred megawatts of new
qualifying residential solar photovoltaic systems, in the aggregate,
between [the July 2, 2015,] the effective date of this section and April 1,

2016. The procurement and cost of such program shall be determined

by the bank in accordance with this section.

(c) The Connecticut Green Bank shall offer direct financial
incentives, in the form of performance-based incentives or expected
performance-based buydowns, for the purchase or lease of qualifying

residential solar photovoltaic systems or power purchase agreement
from such systems until the earlier of the following: (1) December 31,

2022, or (2) the deployment of three hundred megawatts, in the

sSB366 / File No. 579 13
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aggregate, of residential solar photovoltaic installation. The bank shall
consider willingness to pay studies and verified solar photovoltaic
system characteristics, such as operational efficiency, size, location,
shading and orientation, when determining the type and amount of
incentive. Notwithstanding the provisions of subdivision (1) of
subsection (h) of section 16-244c, the amount of renewable energy
produced from Class I renewable energy sources receiving tariff
payments or included in utility rates under this section shall be
applied to reduce the electric distribution company's Class I renewable
energy source portfolio standard until the Public Utilities Regulatory
Authority approves the master purchase agreement pursuant to
subsection (e) of section 16-245gg, as amended by this act.

(d) The Connecticut Green Bank shall develop and publish on its
Internet web site a proposed schedule for the offering of performance-
based incentives or expected performance-based buydowns over the

duration of any such solar incentive program. Any such direct

financial incentives shall only apply to the first twenty kilowatts of

direct current of the qualifying residential solar photovoltaic system.

Such schedule shall: (1) Provide for a series of solar capacity blocks the
combined total of which shall be a maximum of three hundred
megawatts and projected incentive levels for each such block; (2)
provide incentives that are sufficient to meet reasonable payback
expectations of the residential consumer and provide such consumer
with a competitive electricity price, taking into consideration the
estimated cost of residential solar installations, the value of the energy
offset by the system, the cost of financing the system, and the
availability and estimated value of other incentives, including, but not
limited to, federal and state tax incentives and revenues from the sale
of solar home renewable energy credits; (3) provide incentives that
decline over time and will foster the sustained, orderly development of
a state-based solar industry; (4) automatically adjust to the next block
once the board has issued reservations for financial incentives
provided pursuant to this section from the board fully committing the
target solar capacity and available incentives in that block; and (5)
provide comparable economic incentives for the purchase or lease of

sSB366 / File No. 579 14
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qualifying residential solar photovoltaic systems or power purchase

agreements from such systems. The Connecticut Green Bank may

retain the services of a third-party entity with expertise in the area of
solar energy program design to assist in the development of the
incentive schedule or schedules. The Department of Energy and
Environmental Protection shall review and approve such schedule.
Nothing in this subsection shall restrict the Connecticut Green Bank
from modifying the approved incentive schedule to account for
changes in federal or state law or regulation or developments in the
solar market when such changes would affect the expected return on
investment for a typical residential solar photovoltaic system by ten
per cent or more. Any such modification shall be subject to review and

approval by the department.

Sec. 6. Section 16-245gg of the 2016 supplement to the general
statutes is repealed and the following is substituted in lieu thereof

(Effective from passage):

(a) Not later than [one hundred eighty] two hundred fifty days after
July 1, 2015, the Connecticut Green Bank shall negotiate and develop
[a] master purchase [agreement] agreements with each electric
distribution company. Each such agreement shall [have a term of
tifteen years, and] require the electric distribution company to

purchase, annually, fifteen-year tranches of solar home renewable

energy credits produced by qualifying residential solar photovoltaic
systems. Each electric distribution company's annual obligation to

purchase fifteen-year tranches of solar home renewable energy credits

produced by qualifying residential solar photovoltaic systems begins
on the date that the Public Utilities Regulatory Authority approves the
master purchase agreement pursuant to subsection (e) of this section
and the obligation to purchase additional fifteen-year tranches expires
on December 31, 2022.

(b) Solar home renewable energy credits shall be owned by the
Connecticut Green Bank, until transferred to an electric distribution
company pursuant to a master purchase agreement in accordance with
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subsection (a) of this section. A solar home renewable energy credit
shall have an effective life covering the year of its production and the
following calendar year. The obligation of the electric distribution
companies to purchase solar home renewable energy credits pursuant
to the master purchase agreement shall be apportioned [to electric
distribution companies based on their respective distribution system
loads at the commencement of the master purchase agreement period,

as determined by the authority] as follows: (1) In the service area of an

electric distribution company that has a service area of not more than

seventeen cities and towns, twenty per cent of the annual aggregate

credits; and (2) in the service area of an electric distribution company

that has a service area of eighteen or more cities and towns, eighty per

cent of the annual aggregate credits.

(c) Notwithstanding subdivision (1) of subsection (h) of section 16-
244c, an electric distribution company may retire the solar home
renewable energy credits it procures through the master purchase
agreement to satisfy its obligation pursuant to section 16-245a or such
company may resell such renewable energy credits, with the proceeds

from resale to be netted against contract costs.

(d) To develop a master purchase agreement, the Connecticut Green
Bank and an electric distribution company shall negotiate in good faith
the final terms of the draft master purchase agreement. Thirty days
after the date negotiations commence, either the Connecticut Green
Bank or an electric distribution company may initiate a docket
proceeding before the Public Utilities Regulatory Authority to resolve

any outstanding issues pertaining to the master purchase agreement.

() Upon completion of negotiations on a master purchase
agreement the Connecticut Green Bank and the electric distribution

company shall not later than January 1, 2016, and thereafter as

applicable, jointly file, with the authority, an application for approval
of the agreement by the authority. No such master purchase agreement
may become effective without approval of the authority. The authority
shall hold a contested case, in accordance with the provisions of
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chapter 54, to approve, reject or modify an application for approval of

the master purchase agreement.

(f) The purchase price of solar home renewable energy credits shall
be determined by the Connecticut Green Bank, and such purchase
price shall decline over time commensurate with the schedule of
declining performance-based incentives and expected performance-
based buydowns. Such purchase price shall not exceed the lesser of
either (1) the price of small zero-emission renewable energy credit
projects for the preceding year, or (2) five dollars less per renewable
energy credit than the alternative compliance payment pursuant to
subsection (k) of section 16-245. [Any customer of an electric
distribution company that is eligible for the residential solar
investment program shall not be eligible for small zero-emission
renewable energy credits pursuant to section 16-244s.] Any solar
project located on a property that contains or will contain any

residence of a customer of an electric distribution company that is

determined to meet the Connecticut Green Bank criteria as a

residential dwelling for the residential solar investment program shall

not be eligible for small zero-emission renewable energy credits

pursuant to sections 16-244r and 16-244s or for low-emission

renewable energy credits pursuant to section 16-244t.

(g) The electric distribution companies' costs associated with
complying with this section shall be recoverable on a timely basis
through a fully reconciling, nonbypassable rate component. Nothing in
this section shall preclude the resale or other disposition of energy or
associated renewable energy credits purchased by an electric
distribution company, provided the electric distribution company shall
net the cost of payments made to projects under the master purchase
agreement against the proceeds of the sale of energy or renewable
energy credits and the difference shall be credited or charged to
electric distribution company customers through a reconciling
component of electric rates as determined by the authority that is
nonbypassable when switching electric suppliers.
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(h) Each electric distribution company shall annually file with the
authority an accounting of all costs and fees incurred by such electric
distribution company while complying with the master purchase

agreement.

(i) Any certificates issued by the New England Power Pool
Generation Information System for Class I renewable energy credits
produced by a qualifying residential solar photovoltaic system after
the electric distribution company obligation, pursuant to subsections
(@) and (b) of this section, to purchase solar home renewable energy
credits from such system expires shall be transferred from the
Connecticut Green Bank to the electric distribution [company that
services the area where such residential solar photovoltaic system is

located] companies as follows: (1) In the service area of an electric

distribution company that has a service area of not more than

seventeen cities and towns, twenty per cent of such certificates; and (2)

in the service area of an electric distribution company that has a service

area of eighteen or more cities and towns, eighty per cent of such
certificates. The electric distribution company shall either [(1)] (A)

resell such credits into the New England Power Pool Generation

Information System renewable energy credit market, to be used by any
electric supplier or electric distribution company to meet the
requirements of section 16-245a, so long as the revenues from such sale
are credited to the electric distribution company's customers, or [(2)]
(B) retain such certificates to meet such company's requirements under
section 16-245a. In considering whether to sell or retain such
certificates, the company shall select the option that is in the best

interest of such company's ratepayers.

This act shall take effect as follows and shall amend the following
sections:

Section 1 from passage 16-245n(d)

Sec. 2 from passage 16-245n(e)

Sec. 3 from passage 16-245n(h)

Sec. 4 from passage 16a-40g(g)

Sec. 5 from passage 16-245ff(a) to (d)
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| Sec. 6 | from passage | 16-245¢¢ |

Statement of Legislative Commissioners:

In Section 2(e)(2), "obligations of the authority" was changed to
"obligations of said bank" for accuracy; and in the introductory
language of Section 3, "Subdivision" was changed to "Subsection" for
accuracy and consistency.

ET Joint Favorable Subst.
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The following Fiscal Impact Statement and Bill Analysis are prepared for the benefit of the members
of the General Assembly, solely for purposes of information, summarization and explanation and do
not represent the intent of the General Assembly or either chamber thereof for any purpose. In
general, fiscal impacts are based upon a variety of informational sources, including the analyst’s
professional knowledge. Whenever applicable, agency data is consulted as part of the analysis,

however final products do not necessarily reflect an assessment from any specific department.

OFA Fiscal Note

State Impact:

Agency Affected Fund-Effect FY17$ FY18$
CT Innovations Inc. (quasi-public) | CI Funds - Minimal Minimal
Savings

Note: All Funds=All Funds
Municipal Impact: None

Explanation

The bill expands the Connecticut Green Bank’s powers to allow it to:
(1) hire its own employees; (2) enter into and invest in joint ventures to
form businesses that advance the bank’s purposes; (3) subject to certain
conditions, form subsidiaries to carry out the bank’s purposes; and (4)
removes the provision that places the bank within Connecticut
Innovations, Inc. (CI) for administrative purposes only. The bill results
in minimal administrative savings to CI by removing the Green Bank

from CI for administrative purposes only.

The Out Years

The annualized ongoing fiscal impact identified above would

continue into the future subject to inflation.
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OLR Bill Analysis
sSB 366

AN ACT CONCERNING ADMINISTRATION OF THE CONNECTICUT
GREEN BANK, THE PRIORITY OF THE BENEFIT ASSESSMENTS
LIEN UNDER THE GREEN BANK'S COMMERCIAL SUSTAINABLE
ENERGY PROGRAM AND THE GREEN BANK'S SOLAR HOME
RENEWABLE ENERGY CREDIT PROGRAM.

SUMMARY:

This bill expands the Connecticut Green Bank’s powers to, among
other things, allow it to (1) hire its own employees; (2) enter into and
invest in joint ventures to form businesses that advance the bank’s
purposes; and (3) subject to certain conditions, form subsidiaries to
carry out the bank’s purposes. The bill removes the provision in
current law that places the bank within Connecticut Innovations, Inc.

(CII) for administrative purposes only.

The bill requires the bank’s board of directors to adopt certain
procedures related to operating the bank independently and allows
those in certain leadership positions in other businesses to serve on the
bank’s board without a conflict of interest as long as they don’t
participate in the bank’s deliberations, actions, or votes about their
other business. It also specifies that the state pledges to, and agrees
with, any person with whom the Green Bank contracts that the state
will not limit or alter the bank’s rights unless (1) the bank has fully met
its obligations under the contracts or (2) the state provides adequate

provisions in law to protect the other parties to the contracts.

The bill also makes several changes to the Green Bank’s residential
solar investment program, such as (1) allowing the program to use
power purchase agreements as incentives, (2) extending the deadline
for the bank and electric distribution companies (EDCs, i.e., Eversource

and United Illuminating) to negotiate a master purchase agreement
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under which the companies must buy renewable energy credits
generated through the program, and (3) requiring the companies to
purchase 15-year tranches (blocks) of credits under the agreement
annually through 2022.

Lastly, the bill makes a minor change to the Green Bank’s
Commercial Property Assessed Clean Energy (C-PACE) program to
specify how the priority of the program’s liens is subject to an existing

mortgage holder’s consent.
EFFECTIVE DATE: Upon passage

GREEN BANK POWERS

The bill makes the Green Bank independent of CII and maintains its
existing powers to carry out its purposes (generally, to (1) develop
programs to finance, support, and promote investment in clean energy
projects and (2) stimulate demand for clean energy and the
deployment of clean energy sources in the state). It also gives the bank
new powers and specifies that these powers are in addition to, and not
in limitation of, any other powers the bank already has. It gives the

Green Bank the power to:

1. have perpetual succession as a corporate body and adopt
bylaws, policies, and procedures to regulate its affairs and

business conduct;

2. make and enter into all contracts and agreements needed or

incidental to conduct its business;

3. invest in, acquire, lease, purchase, own, manage, hold, sell, and

dispose of real or personal property or any interest in it;
4. borrow money or guarantee a return to investors or lenders;

5. hold patents, copyrights, trademarks, marketing rights, licenses,
or other intellectual property rights;

6. invest the funds that are not needed for immediate use or
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disbursement under investment policies adopted by the bank’s

board of directors;

7. procure property or business insurance against any loss or
liability in such types and amounts and from such insurers as it
deems desirable;

8. enter into a memorandum of understanding or other
arrangements with CII that provide for space sharing, office

systems, or administrative support staff; and

9. do anything else necessary or convenient to carry out the bank's
purposes.

The bill allows the Green Bank to employ any assistants, agents, and
employees that it needs or wants, who (1) must be exempt from the
state employee classified service (i.e., not subject to state employee
civil service laws) and (2) will not be allowed to collectively bargain as
state employees. The bank may establish all needed or appropriate
personnel practices and policies, including those related to hiring,
promotion, compensation, and retirement. It may also engage
consultants, attorneys, financial advisers, appraisers, and other
professional advisers as it needs or wants.

The bill allows the bank to enter into joint ventures and invest in
and participate with any person, including government entities and
private corporations, to form, own, manage, and Operate business
entities formed to advance the bank’s purposes. These entities include
stock and nonstock corporations, LLCs, and general or limited
partnerships. If the bank’s officers, employees, or members of its
board of directors serve as the business entity’s directors, members, or
officers, their service must be deemed to be in the discharge of their
bank duties or within the scope of their bank employment as long as it
does not result in them receiving any compensation or financial benefit
from the business entity.

It also specifies that (1) the bank’s powers specified in statute must
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be interpreted broadly to effectuate its purposes and not be construed
as a limitation of its powers and (2) if any provision of the Green
Bank’s statutes is inconsistent with any other state laws or special acts,

the bank’s statutes must be deemed controlling.

Subsidiaries

The bill allows the Green Bank to form subsidiaries to carry out its
purposes and transfer money or property of any kind or nature to
them. The subsidiaries may be organized as a stock or nonstock
corporation or a limited liability company (LLC). Each subsidiary
must have and exercise (1) the bank’s powers, as stated in a resolution
by the bank’s board of directors that prescribes why the subsidiary
was formed, and (2) any other powers provided to it by law. Each
subsidiary must act through its board of directors or managing
members, at least half of which must be either (1) members of the
bank’s board of directors or their designees or (2) the bank’s officers or

employees.

Under the bill, the bank’s subsidiaries must be considered quasi-
public agencies under the state law regulating such agencies and must
have all the privileges, immunities, tax exemptions, and other
exemptions of the Green Bank. However, no subsidiary may hire or
retain employees and its governing documents must require it to
dissolve after completing the purpose for which it was formed. The
subsidiaries may sue and be sued, but their liability is limited solely to
their assets, revenues, and resources, without recourse to the bank’s

general funds, revenues, resources, or other assets.

The bill authorizes the subsidiaries to (1) assume or take title to
property subject to an existing lien, encumbrance, or mortgage and (2)
mortgage, convey, or dispose of their assets and pledge their revenues
to secure any borrowing. If a subsidiary borrows or mortgages its
property it must be as the subsidiary’s special obligation, which may
be in the form of bonds, bond anticipation notes, and other obligations
to (1) fund and refund the obligation; (2) provide for the rights of the
bonds’, notes’, or other obligations’” holders; and (3) secure the
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obligation by pledging revenues, notes, and other assets that must be
payable solely from the subsidiary’s revenues, assets and other
resources. The Green Bank may assign a subsidiary any rights,
moneys, or other assets it has under any governmental program. No
subsidiary may borrow without approval from the bank’s board of
directors.

Under the bill, any of the bank's officers, directors, designees, or
employees appointed as a subsidiary’s member, director, or officer
receives the personal liability protection afforded to directors, officers,
and employees of other quasi-public agencies and will not be
personally liable for the subsidiary’s debts, obligations, or liabilities.
The subsidiary must, and the bank may, save harmless and indemnify
an appointee from financial loss and expense if the appointee was
acting in the discharge of his or her duties or within the scope of his or
her employment and the actions were not wanton, reckless, willful or
malicious.

The bill allows the Green Bank and its subsidiaries to take any
actions needed for a subsidiary to qualify and remain a tax exempt
corporation under federal tax laws. It also allows the bank to make
loans to the subsidiaries from its assets and the proceeds from its
bonds, notes, and other obligations, as long as the source and security
for the loans’ repayment comes from the subsidiary’s assets, revenues,
and resources.

Green Bank Board of Directors

Procedures. Current law requires the Green Bank's board of
directors to adopt bylaws and procedures need to carry out its
functions but does not mandate any specifics. The bill requires the
directors to adopt written procedures for the following:

1. adopting an annual budget and operations plan, including a
requirement for the board’s approval before the budget or plan
takes effect;

2. hiring, dismissing, promoting, and compensating the bank’s
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employees, including an affirmative action policy and a

requirement for board approval before a position is created or
filled;

3. acquiring real and personal property and personal services,
including a requirement for board approval for any non-

budgeted expenditure over $5,000;

4. contracting for financial, legal, bond underwriting, and other
professional services, including a requirement for the bank to
solicit proposals at least once every three years for each service

it uses;

5. issuing and retiring bonds, notes, and other obligations of the
bank;

6. awarding loans, grants, and other financial assistance, including
eligibility criteria, the application process, and the bank’s staff

and directors role in it; and
7. using surplus funds as allowed by law.

All of these procedures must be adopted under the notice
requirements for quasi-public agencies (generally, at least 30 days’
notice in the Connecticut Law Journal).

Conflicts of Interest. The bill specifies that, regardless of any other
law, it is not a conflict of interest for a trustee, director, partner, or
officer of any business (person, firm, or corporation), or anyone with a
financial interest in a business, to serve on the bank’s board of
directors, as long as they abstain from any of the bank's deliberations,

actions, or votes in respect to the business.

RESIDENTIAL SOLAR INVESTMENT PROGRAM

The bill makes several changes to the Green Bank's Residential Solar
Investment Program, which offers financial incentives for purchasing
or leasing certain residential solar photovoltaic systems. Under
current law, eligible systems must be less than 20 kilowatts (kW) in
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size. The bill eliminates this size restriction and instead limits the

financial incentives to a system’s first 20 kW of direct current.

Currently, the incentives are either (1) performance-based incentives
paid out on a per kilowatt-hour (kWh) basis for the electricity the
system produces or (2) expected performance-based buy downs that
are a one-time upfront payment based on the system's expected
performance. The bill allows the incentives to also be power purchase
agreements (PPAs) and requires the PPAs to be included in the

schedule of incentives that the Green Bank must post on its website.

Current law prohibits customers who are eligible for the program
from also participating in the small Z-REC program (a similar program
that requires the EDCs to purchase renewable energy credits from
zero-emission facilities). The bill instead applies the prohibition to any
solar projects located on a property that contains or will contain a
residence that meets the bank’s criteria as a residential dwelling for the
program. It also extends the prohibition to include participation in the
L-REC program (a similar program that requires the EDCs to purchase
credits from low-emission facilities). Basing the prohibitions on
individual projects, rather than customers, allows customers who may
own multiple facilities to participate in different programs for each

facility.

The bill also changes the timeframe during which the bank can only
approve incentives for a limited amount of systems. Current law
prohibits the bank from approving incentives for more than 100
megawatts of new systems between July 2, 2015 and April 1, 2016. The
bill instead applies that prohibition between the time it becomes
effective and April 1, 2016 (since the bill will not become effective until
after April 1, 2016, it is unclear what legal effect this change will have,
if any).

Master Purchase Agreement

Current law requires the Green Bank, within 180 days after July 1,
2015, to negotiate and develop a 15-year master purchase agreement
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with each EDC that requires the EDC to purchase the renewable
energy credits produced through the program. Each EDC's obligation
to purchase credits must (1) begin once PURA approves the
agreement; (2) expire on December 31, 2022; and (3) be apportioned
based on its distribution system's demand for electricity when the

agreement begins, as determined by PURA.

The bill gives the bank and EDCs an extra 70 days to negotiate and
develop the agreements. And instead of requiring the agreements to
have 15-year terms with the EDCs’ obligation to purchase credits
expiring at the end of 2022, the bill requires the (1) agreements to
require the EDCs to purchase 15-year tranches of credits produced
through the program and (2) companies to purchase 15-year tranches
of credits each year through the end of 2022. (In practice, the bank and
companies have completed their negotiations on the agreements,
which include terms similar to the bill’s, and are waiting to submit
them for PURA’s approval).

The bill also requires the EDCs” obligation to purchase credits to be
apportioned based on a fixed percentage, rather than on their
respective systems’ electricity demand. Under the bill, 20% of the
annual aggregate of credits must be purchased by an EDC that serves
up to 17 cities and towns (i.e., United Illuminating) and the other 80%
of the credits must be purchased by an EDC that serves at least 18
cities and towns (i.e., Eversource). It makes the same change to how
the renewable energy credits must be apportioned between the EDCs

after their obligation to purchase the credits expires.

C-PACE
The Green Bank's C-PACE program provides financing for energy

efficiency or renewable energy improvements on certain commercial
properties in participating municipalities. The property owner repays
the cost of the improvements through an assessment on the property,
backed by a lien that takes precedence over all other liens except
municipal tax liens, subject to the consent of existing mortgage
holders. The bill specifies that the requirement for the existing

sSB366 / File No. 579 28



sSB366 File No. 579

mortgage holders’ consent applies individually to each mortgage
holder and its particular mortgage, not collectively, and the consent

must be in writing.

COMMITTEE ACTION
Energy and Technology Committee

Joint Favorable Substitute
Yea 15 Nay 7 (03/22/2016)
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